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tion in the social and economic mainstream. Therefore, maintaining a
robust Lifeline program may become even more important.

As technology evolves and campetition increases, the public interest
requires new mechanisms to ensure universally available and reasonably
affordable residential service. Atleast twooptions areavailable. Oneisthe
adoption and use of a Universal Service Fund, crafted to ensure that all
telecommunications providers pay an equitable amount toward Lifeline
program costs and toward targeted support for especially high-cost areas.

This fund couid be financed in a numberof ways. One possibility would
tobe to continue the present strategy of using the prices of nonbasic services
to generate the revenue. [n a multiprovider network of networks, the cost
of the subsidies would have to be borne by all providers, perhaps through
a fee set by the Public Service Commission. Since the revenues for Lifeline
and other universal access programs are now included in telephone rates.
the contribution to this fund would not constitute an extra “tax,” or levy, on
the svstem asa whole. Furthermore, universal access increases the value of

< the system to providers. It therefore makes sense to have them bear the costs
of subsidizing universal access.

A second option is the adoption of a telephone gross receipts tax credit
(like the joint legislative initiative proposed by the New York State Tele-
phone Association, New York Telephone. and the Public Utility Law.
Project of New York), which recovers Lifeline program costs that otherwise
would be borne in local exchange rates. There are other options ranging
from reliance on existing state revenue sources to credit on taxes other than

the gross receipts tax.
Therefore, the Exchange recommends the following:

. .5 _New York's histaric commitment to unjversal service should be
policy. Every New York citizen, regardiess of income, disability, or
location, should be ensured access to the package of telecommuni-

_cations services that supports participation in this state’s economic

......

&  As the markstplace forces of competition and technology continue
to change the telecommunications landscape, the package of ser-
vices that this state requires to be universaily available must be -
periodically reassessed. When economic and social imperatives
signal the time for a review of the state’s universal service goals, the
Public Service Commission should, if neceasary, upgrade the basic
telecommunications services package to ensure that it continues to
meet our citizens’ expanding needs.
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s Telephone Lifeline, the program initiated and promoted by the
Public Service Commission that serves as a national model for
extending the basic telecommunications service package to those
with limited means, should continue.

» To ensure that a fair and viable funding mecharusm to support
universal service goals remains available, during and after the
transition to competitive telecommunications pricing, a new mecha-
nism should be created. That mechanism might operate through a
Universa] Service Fund that would require equitable service obliga-
tions and / or financial contributions from all providers of common
carrier telecommunications services, through a telecommunica-
tions provider credit on specified state tax obligation, or resort to
general tax revenues, or another designated manner. If a Universal
Service Fund is employed, it should be established in accordarce
with Public Service Commission criteria and should be adminis-
tered by an entity authorized by the Commission and subject to its
oversight. Individuals should beable to use benefits to pay for basic
service from any provider.

o The level of access fostered by this fund should be reasonably
similar to the level of access being provided to like market segments
and communities, e.g., residences, schools, and healthcare provid-
ers, in areas where competition is effectively driving infrastructure

deployment.
o The PubucServichommMonshouldworkwiﬂ\theDepmm
- of Social P .tthmbhdto_z:_-;., T T

==hcl;:» New ) orkethh disabilities mquim necuary customer
premises equipment. This might be done through modifications of
the DepnﬂnmtofSodnlS«vices’lomfund it would also be
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Advanced technologv is
breaking douwn tradi-
tional separations
between the telephone,
television, and informa-
tion industries.

ingly offers both traditional telephone and cabie services over integrated

6. TheLevel Playmg Field: Common Regulatory and Tax
Ground Rules

Unifying the Regulatory Process

The present regulatory and tax environment evolved during the time when
telephony and television were distinct industries. Advanced technology,
particularly digitization, is breaking down traditional separations between
the transmission of sound (e.g., a telephone conversation), image (e.g.. a
television program), and computer data (e.g., a text file or a graph), and
consequently, between the telephone, television, and information indus-
tries. Partnerships, alliances, mergers, and competition involving partici-
pants from all of these industries are occurring with increasing frequency.
To achieve the multiprovider environment envisioned for New York, it is
critical that the “playing field” between all transport service providers be
level and fair. This requires a regulatory and tax environment that treats all
transport industry participants fairly, vielding no competitor an unin-
tended regulatory or tax advantage. Policies should encourage participants to
seek competitive advantage, rather than regulatory or tax advantage.

The current regulatory structure in New York separates state-level
regulation of telephone and cable television services between the Public
Service Commission and the Commission on Cable Television, respec-
tively. This dichotomy, although reasonable in an era when distinctions
between these industries’ services, technologies, and markets were clear, is
becoming increasingly inefficent and ineffective as these industries’ trends
tend to converge. Their similar infrastructure deployment plans, their

. bedminlmdu}ukenngmm the many recently proposed margers be-

‘.

Pind: cable television interests; and their publicly an-
nounced market strategies all suggest that both industries perceive a clear
synergy between telephony and cable television. As éach industry increas-

organizations, it will become increasingly difficult for their separate state-
level rpgulators to allocate costs adequately between services, to monitor
service performance, to judge the adequacy of facilities and service deploy-
ment, to establish equitable standards and interconnection policies, and to
constrain market power.

A common regulatory body with oversight over all providers of infor-
mation transport would enhance New York’s ability to foster an effective
environment for competition and fair policies for interconnection, pricing,
and infrastructure deployment. New York should begin immediately to
build the unified policy framework that allows for a system of telecommu-
nications designed to stirnulate competition and innovation. Anything

short of this will foster irrational distortions in the competitive market. in
casdamihieo hawarar the Fvchancedoea nO'mmdor fom p"CIPl
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tous changes that, arguably, could damage the standing of the cable
industry in the eyes of the financial commurity.

Today cable television and telephone services are diskinguishable and
are subject to entirely different regulatory frameworks. To the extent any Unified regulation wli
entity offers intrastate telephone services to the public. it is subject to the help create 2 levd
Public Service Commission’s telephone regulation; to the extent an entity playing feld.
offers cable service. it is subject to separate rules for cable under the primary
jurisdiction ot the FCC as well as state (Commission on Cable Television)
and local regulation. The merger itseif will not necessarily change these
distinct regulatory frameworks. Just as the FCC and a number of other
states currently regulate, under different rules, both cable and telephone
services, a comumon state regulatory body in New York would continue
disparate cable and telephone regulation, as long as those service distinc-
tions were to remain viable. A common regulatory body, however, will be
better able than separate bodies to understand and deal with issues arising
from the blurring of those distinctions that will inevitably occur as both
industries seek to offer interactive, on-demand, video transmission ser-
vices. Over time the Exchange believes this unified regulatory structure
will improve the performance of the converging industries and their
standing in financial markets as well as with their customers.

The Exchange therefore recommends fhe following: =

* All providers of common carrier telecommunications transport
services should operate under the same common carrier rules and
bear the same common carrier responsibilities.

. Cabhmdnlaphcuaniusmmumgmonopolypowcm

su'icuom on mbddmtion from (reguhnd or umquhud)
monopoly endeavors to competitive ones, to ensure the develop-
-ment and continuation of real and fair competition.

» In order to set and enforce policies that ensure open markets, fair
competition, and adequate consumaer protection, and to position
New York to deal effectively with an evolving integrated provision
of telephone and cable servicss, the Public Service Commission’s
jurisdiction should be expanded to include existing state-level
regulation of cable television, to the extent permitted by federal law.

¢ To begin the process of accomplishing this change as quickly as
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possible, yet in an orderly fashion, the governor should propose
new legislation under which the regulatory functions of the Com-
mission on Cable Television, together with the existing expert staff,
would be transterred to the Public Setvice Commission. and should
make other necessary changes in the public service law to enable the
Public Service Commission to carry out this new responsibility. The
organizational structure of the Public Service Commission should
be reconfigured to reflect its new mission. Existing laws and
regulations pertaining to traditional cable television wouid remain
intact and would simply be enforced by a different regulatory bodv
thanat present. There would be nochangein the scopeof regulation
of the content of electronic information. Generally, this means that
the Public Service Commission would continue to confine its con-
cerns with content to the ability of all legal information to access
transport services on a nondiscriminatory basis. Lastly, there
should be flexibility provided in the statutes to enable the Public
Service Commission to deal with new issues, market entrants, and
industry structural changes not currently envisioned. This legisla-
tive proposal would provide an additional opportunity for affectad
parties to present their views and concerns.

Tax Policies

New York State and its localities place a disproportionate tax burden on

= telecommunications providers. New York State’s telecommunications

taxes are more than twice the nationwide average, and they are two to three

times higher than the taxes tmposed on most other businesses in the state.

.. Thesa:taxes. increase the price of telecommunications services and raise

serious public policy issues because of their effects on economic develop-

ment. Current tax policy has contributed to higher telecommunications
pricu in New York than elsewhare.

‘ pfdo . hxing nhcommumca- _

dilwunga compedm An altmmm providn typically will not be
immediately profitable nor generate net incoma, yet it will still be subject to
a significant tax liability because it is taxed on its groes receipts. While New
York—particularly New York City-—offers the most advanced telecommu-
nications market in the nation, taxation on gross receipts may discourage
firms from entering the New York market to provide innovative and cost-
competitive services.

Given New York’s current fiscal condition. it will be difficult to reduce
taxes on telecommunications in the near term. However, the state should
refrain from further increasing the disproportionately higher taxes on
telecommunications. Two goals should be to tax telecommunications
carriers on a comparable basis with other businesses and to make the cost



SENT BY ELTREX ©2°08-94 0 23030 0 ELTREX [\DULSTRIES-

Connecting to the Future

of telecommunications in New York more competitive with that in other
jurisdictions.

The Exchange offers the following recommendations:

o Tax policies should be reformed to eliminate investment disincen-
tives, create a level playing field for all carriers and information
providers, and make New York an attractive location for informa-
tion-based businesses, More specifically, as fiscal conditions allow,
the gross receipts tax should be phased out and replaced with a
standard corporate income tax for all market participants.

¢ State and local taxes should not discriminate against certain com-
munications providers and reduce thestate’s competitiveness when
compared to other regions, including adjacent states.

* No additional Taxes on telecommunications providers should be
enacted.

* Asa first priority, when economic conditions permit some form of
tax restructuring, the aggregate volume of telecommunications
taxes should be reduced to be more in line with national averages.

* Local governments shouid establish fair, reasonable, and nondis-
criminatory terms for use of their public rights-of-way for commer-
cial enterprises. Local processes should facilitate entry into the
compeﬁﬂvemanha.thmnngformedumpmm

befairmdmmbh.nordmumwrymdidmldmbcund
tognntanexdmm&mchhc. ltumpomntmnme?ublk
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The private sector’s
performance should be
evaluated relatire to a
set of "infrastructure
benchmarks.”

7. Benchmarks and Incentives for the Development of a
Modern Infrastructure

The Exchange believes that the Public Service Commission's continued
elimination of obstacles to competition is important, so that the private
sector will rapidly and efficiently deliver the infrastructure necessarv for
the telecommunications capabilities New York requires. Given the impor-
tance of telecommunications to the state’s future, however, it is imperarive
that the private sector's performance in delivering telecommunications
capabilities be regularly and carefully monitored. The private sector's
performance should be evaluated relative to a set of “infrastructure bench-
marks” that identify the capabilities necessary for robust and vigorous
economic growth and social progress in New York. These should be
established, and periodically revised, based on an evaluation of the needs
of various “communities” (e.g., business, residential, low-income, minor-
ity, persons with disabilities, and the elderly), available technologies, and
comparisons of infrastructure development in other states and nations,
particularly other international centers of commerce such as Tokyo and
London, with which New York is in direct competition. Some jurisdictions,
having choseR deployment strategies that rely more heavily on monopoly
providers, risk overpaying for underutilized capabilities or:soon-to-be
obsolete technologies. Nevertheless, their experiences with these strategies
will provide useful information for measuring our own progress.

A critical component of this monitoring must be a comparison of
telecommunications capabilities available in various regions of the state.
While not ali regions will receive all capabiliifes simultanecusly, we must
guard against extreme disparities. In addition, there should be periodic

* . reviewsof marketactivity, including market shares and market power held

by market participants. in the various regions of the state. If these reviews
reveal either a general or regional failure of the competitive market to

pwvide nmry ulmmmuom apcblltus. pol.icymkm should

mglons or populatiom of New York are not mdidomlly well served.
policythakers could use tax credits, possibly transferable ones, which
would increase incentives for providers to supply infrastructure and to
form joint ventures between existing telecommunications companies and

new or small providers. Policymakers must carefully consider both the
economic cost of prescribing infrastructure enhancements that the market

has not produced and who should bear that cost.
The Exchange recommends:

e The Public Service Commission, in cooperation with the Office of
Telecommunications (discussed below) and other interested par-

31+ ELTREX INDLSTRIES- 2l
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ties, should develop a set of criteria, or infrastructure benchmarks,
against which New York’s current and future telecommunications
capabilities will be measured. In addition, a set of readily discern-
ible measures of competition should also be established. The
adoption of competition measurements will facilitate an orderly
and manageable transition process in telecommunications markets.
The application of measurements in different customer segments
and regions of the state should include, among other things, market
share and market power, barriers to entry and exit, availability of
substitutes, and the number and strength of competitors. It is
approrpriate to use such data in the determination of the extent to
- which alternative forms of regulation might be justified.

* These infrastructure benchumarks should be periodically reviewed
to reflectavailable technologies, telecomununications capabilities of
other jurisdictions, the needs of all New Yorkers—including resi-
dential customers, business, and other users, such as persons with
disabilities—and communities in different regions of the state.
Periodic reviews are needed to provide policymakers with early
warnings of significant marketplace malfunctions or distortions.

*  While the benchmarks may suggest target levels and time frames
for new service availability, they will not specify or mandate par-
ticular technologies. They will define standards by which to mea-
sure the success of a market-based telecommunications environ-
ment and provide a basis for discerning failure of the market to
provide suificient deploymcnt of needed capabilities.

LTl —Emﬂﬂﬁw‘.—r ; B i ‘ v e L T SR AR
mmblkmm:mmualmaﬁbﬁngmdmf

ment of the service quality of providers is critical. and it is important
formmmbmuyuabmhmmm

of reliability, dm mov«y, and consumer protecﬂon. It re-

mains essential that all telecommunications service providers con-

- tinue to meet these standards as prerequisites to participating in the
‘ competitive marketplace.

These benchunarks will allow the state to monitor the availability of
services delivered through a competitive market. They will be reviewed
periodically to make sure that thay continue to reflect contemporary
technology and market conditions. Further, the periodic reviews will
provide policymakaers with an early warning system to highlightsignificant
markerplace malfunctions and distortions. This clearly is preferable to
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discovering market problems after the fact, when their impact on the public
is all too apparent and the tools needed to intervene are limited and more
onerous. -
Because the Exchange wishes to rely primanily on market-driven pri-
vate investment to advance New York's telecommunications infraseruc-
ture, and because the prices charged for telecommunications services are a
major determinant of investment return, the methods and framework of
regulating telecommunications prices are critical to the success of the
Exchange’s overall policy.
Under the monopoly framework, prices were set by state public service
commissions with two goals in mind. One was to protect consumers from
- the excessive rates that a single provider could exact in the absence or
competition. The other was to allow the telephone companies to recover
their prudently incurred costs, plus a “fair” rate of return. This approach
allowed companies to pass on the costs of their investments to users. It has
also been argued that this system encouraged companies to incur excessive
= costs. Due to the absence of competition and a customer desire tor stable
and predictable telephone costs, this system traditionally restricted price
flexibility. It also required greater regulatory guidance of investment.
As part of the process of moving toward more competitive telecommu-
nications markets,and in order to maximize market-based incentives, the
Public Service Commission and other regulators across the country hive
reconsidered rate-of-return regulation and have moved toward “incen-
tive” or “performance” regulation schemes. Possible alternatives include
rate moratoria, soclal contracts, deregulation, price caps, and rate banding.
These regulatory options generally give dominant telecommunications
* providers greater price flexibility for competitive servicas but have tighter
B s . m%b'wy W AL the 'fmm “"Y entail less
investmentoversight but donot guarantse fixed fates of return on company
assets, thus increasing both the risks and rewards of new investment for

Regulators "“f:' the shareholders. These new regulatory approaches reflect an increased recog-
~- a—’ g Tition by policymakers of the key strategic importance of telecommunica-
tive markets. These alternative regulatory u:hm be considered as signifi-

cant competition grows in the New York telecommunications market and
as a means to encourage increased private investment in telecommunica-
tions. When structuring these new regulatory systems, regulators must
ensure that the risks of investment in new telecommunications services are
bomcbyﬂ\oshlnholdmmdthnmplymmmtoxpoud to the
investment risks associated with the offering of competitive services. Prices
of basic services and those network functions where there is little or no
competition but which are needed by competitors should continue to be
regulated, and regulators should use available regulatory mechanisms to
ensure that such services are provided efficiently. Regulators must also
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carefully monitor the transition to more fully competitive markets, lest an
uneven balance between the level of competition and the degree of regula-
tion results in unacceptable results, e.g., “rate shock.” of some form of
market failure, including inadequate investmentin the network. In particu-
lar, they must ensure adequate service availability in all geographic areas.
and all carriers must share fairly in the costs necessarv to ensure and
maintain adequate service availability on demand. Under the principle of
regulatory paritv each competitor would be obliged to equitably provide
either facilities or an equivalent financial contribution to the costs of
ensuring that essential telecommunications services are available on de-
mand, i.e., carrier-of-last-resort obligations. No competitive advantage or
disadvantage results from equitably sharing these collective obligations.
Toetfectively manage the transition to greater competition, New York's
svstem of telecommunications regulation must beabie to adapt to changing
market conditions. This should include not only considering alternative
forms of regulation for dominant telephone companies, but also reduced
regulation of competiti®e services and providers. At the present time, the
degreeof competition in varioustelecommunications markets varies widely
(e.g.. there is significant competition in inter local access and
transportation(LATA) toll markets, less inintyaLATA toll, and aimost none
in local exchange services). Regulators should be afforded the flexibility to
adjust the degree of regulation, particularly of prices, specific services, and
providers, to reflect competitive conditions appropriate to the degree of
meaningful customer choice in each market. This flexibility should be
applied only after full investigation of the competitiveness of each market
and should be consistent with the degree of competition found. Limited
competition may justify limited flexibility, while greater competition would
. justify greater flexibility. The franvogkshonid vest authotitpinrereguigte, - -
" ™shotld markudymmicsfaurprove nadequate to pratect consumers.
Itis pnrdwlarivtmpomntﬂmmhvdofcompenuoninuchmm
and its resulting effectoncommbecueﬁﬂly monitored. Ongolng
“_revxcw of market copdim is _oritical o gnaROng ,ﬂm.lll..

that New York's pro-compcﬁhvc pohou donot lead to thcdmlopmemof
unregulated monopolies or oligopolies. The Public Service Commission's
transition protection principles and transition monitoring plan provide an
appropriate framework for this purpose.3

The Exchange believes that market incentives, suppiemented by the
benchmark process, constitute a sound long-run investment strategy. The
Exchange specifically notes widespread support within the business com-
munity and elsewhere for deployment of ISDN. The Exchange shares this
support within the context of the market incentive process, which appears
to be taking hold with respectto ISDN. Now that ISDN standards havebeen
finalized, hardware and software vendors are beginning to respond, and it
appears that [SDN can be attractive to a significant body of customers.
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o The Exchange recommends that reasonably affordable ISDN ser.
vices (or their equivalent) should be made accessible as quickly as
is technically and economically feasible to all interested customer:
served by a digitally capable central office switch, and that deplov-
ment should continue as other switches are upgraded to achieve
network efficiencies.

Telephone companies in New York and eisewhere have already de-
ploved much of the underlying digital switches and Signaling System 7, the
technological building blocks for ISDN. Quickening the pace of [SDN
deployment will offer benefits to users, since narrowband ISDN has the
potential to substantially increase. by a factor of ten, existing analog
transmission speed.

[t is the capabilities now supported by ISDN that the Exchange wants
to encourage. The deployment of more advanced digital technologies
would be weicome. In any case the Exchange expects these services to be
offered on a basis that will not cause any burden on basic service rates.
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8. Toward an Active Labor Force Strategy

State policies that encourage competition in telecommunications will have
significant implications for the industry’s labor force. One of the most
important effects wil] be to increase the use of telecommuting—which will
contribute to labor market flexibility. Studiesshow that telecommuting can
increase productivity, save on transportation costs, and may provide
quality-of-life benefits for employees. Atthe sametime, telecommuting, by
enabling larger numbers of employees to work at.home with sophisticated
equipmentand without supervision, will pose new challenges to the state’s
privacy, labor, and safety laws. While realizing that the full benefits of
telecommuting will require a modernized infrastructure, New York has
already begun to encourage telecommuting with the Clean Air Compliance
Act.

The passage of the Americans with Disabilities Act has focused in-
creased attention on ensuring that people with disabilities have opportuni-
ties to work. The act contains provisions and guidelines regarding the
appropriate implementation of telecommunications technologies by em-
ployers, private businesses, and the governument. Thestatecan moveahead
by educating employersabout the benefits and challenges of telecommuting
by encouraging demonstration projects, and by examining the need for new
protective labor legislation where appropriate.

While telecommuting may offer benefits to many New Yorkers, changes
in the telecommunications industry could create problems for the industry
workforce. Increased productivity, while a sign of economic health, may
mean fewer workers in the traditional sectors of the industry—especially in
the monopoly tekphommpnmﬁcmg gmmeomptdﬁmfwuuhm

-m«.zh!f}l‘“ NG esaer ll\dinthlbh.mayunda-
mine the starus of ol ' are becoming obsolete and

mayrequinvoung«wormwlummwskﬂhinordcbbmu
employablemdproducﬂw The entrance into the telecommunications

pressure on wages and bemﬁh thmghout the md;strymd undcrmining
a traditional and stable source of middle-class jobs. While driving the

. modernization of the infrastructure, the increased competition and assodi-

ated shifts in market share among competitors could accelerate the akudy
evident trend in worker dislocation.

The transition to a competitive telecommunications markstplace cre-
ates new challenges for employers and employees. which, unless met,
could frustrate even the most innovative state telecommunications policy.
For example, continuous labor dislocation and corporate downsizing not
only place costly burdens of unemployment on the state; they have the
potential to damage worker moraie and adversely affect the quality of the
service provided to customers. Moreover, an anxious workforce will be less

Changes in telecommu-
nications could create
problems for the indus-
try workforce.

-
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Commission continues to regulate. Therefore, the Exchange recommends
that the governor establish a new program to promote diffusion.

1. To assure that New York reaps the economic and socinl benefits of
telecommunications advances, the state should implement a vigorous program for
diffusion of telecommunications technology and applications. Since diffusion
activities fall outside the Department of Public Service's duties, the Ex-
change recommends the governor establish a new state Office of Telecom-
munications to organize and manage the 1 ate’s diffusion program. This
Office would complement Public Service Commission efforts by focusing
on nonregulatory telecommunications policies. Its small staff would in-
clude experts in telecommunications, finance, technology diffusion, and-
organizational change.

Locating this initiative within the Office of Economic Development, -

will ensure that telecommunications diffusion receives high priority. Op-
erating funds for the Office wouid come from the consolidation of existing
programs and the redeployment of existing funds, thus not imposing any
additional burden on taxpayers.

One of the first priorities of the Office will be to conduct studies to
identify barriers to diffusion in different economic and social sectors,
including: primary and secondary schools, healthcare providers, small and
medium-size businesses, persons with disabilities, community-based orga-
nizations, foreign-language speakers, inner-city and rural areas, R&D
institutes, and state and local governments. Thess studies will aim to
design initiatives to overcome these barriers, includfig identifying oppor-
tunities for demonstration projects.

Ithuboimporuntfor&wOfﬁuwmhthediffwmpmmn
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mentmupgndethdnym Tomimhmﬁm theOfﬁamnidcnﬁfy
means to provide them with access to capital, ways to facilitate capital

- formation in thissector of the economy, and support in overcoming barriers

faced by new entrants, including minority. and women-owned firms. In
this effort the Office will work with agencies such as the Urban Develop-
ment Corporation, the Port Authority, the Dormitory Authority, and the

Job Development Authority, If such development projects spread new
- technology to significant social or economic sectors, then Office personnel

will sesk public resources at the state and federal level.

Building up the capabilities of small and medium-size businesses to use
telecommunications will be a critical function of the Office. The Office will
identify ways to organize networks between small suppliers as well as

Minority- and women-
owned telecommunica-
tions companies

can play an
impartant'rqlc ‘i
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between them and purchasers of manufactured goods.

The Office will serve as a clearinghouse to disseminate information
regarding telecommunications applications and standards. For example. it
will promote the awareness of the value of “smart buildings,” which are
designed and constructed in wavs that facilitate the cost-effective use of
advanced telecommunications.

A key mission of the Office will be to advance the use of telecommuni.
cations within government by helping to coordinate the initiatives of public
agencies, including the Departments of Education, Health, the State Uni-
versity, and the Office of General Services.

Though the actual implementation of state telecommunications policy
will continue to rest in the handsof concerned state agencies, the Office can
play an important support role. The Office of Telecommunications wil!
work with the Department of Economic Development, the Urban Develop-
ment Corporation, and the Job Development Authority to ensure that state-
supported economic development programs, including industrial parks

.and economic development zones, recognize the importance of modem
telecommunications.

One of the missions of the Office will be to help shape policy. For
example, the Office will help set benchmarks by making ongoing compari-
sons of telecommuihications deployment in New York with that in other
states and countries. It will make recommendations to the governor, the
legisiature, the director of economic development, and other state agencies

regarding the role of telecommunications in economic development and
policies to support diffusion.

As a way to help keep New York on the cutting edge of telecommuni-

_ cations, the Office will work with providers, users, universities, and Foun-
S e L A ditionesor Sciends amd Technology: to factlitate-cooperative research and
The Fund will bea - development profecss. Anhpommmqumaofm:hpmmuwinbt
mechanism to sponsor the growing in-house expertise of the Office of Telecommunications, mak-
and support diffusion mg !t an incmstngly useful and effective state resource.

2ADW"°" g ,’V‘. 0 7 - i
mechanism that will help finance proycmdmmsmtmghaw mdem u!ccammu-
nications can promote economic growth, improve the quality of life, and facilitate
st ' innovative labor force strategies. Managed by an independent, private, not-
R - for-profit organization, the Fund will be a mechanism to sponsor and
support diffusion activities. It will also be 2 means of facilitating capital
formation and access for small and minority-owned telecommunications
companies. It will coordinate its work with other technology diffusion
programs—the Centers for Advanced Technolegy, manufacturing exten-
sion services, training programs, and local economic development corpo-

rations.

Flexible manufacturing networks, which employ high-capacity tele-
communications equipment, are an example of the kind of promising

el e s Suoes
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project the Fund should support. By linking groups of related companies
to their suppliers and customers, flexible manufacturing networks atlow
firms to innovate quickly, meeting changes in market demand, and to
manage inventories efficiently. In Ohio, the Appalachian Center for Eco-
nomi¢ Networks (ACEnet) is helping companies compete and expand,
leading to regional economic development. New York could give its
businesses a competitive edge by assisting in the formation of similar
networks. Lessons and insights from such endeavors would be dissemi-
nated widely: furthermore. they would prove invaluable in the ongoing
process of formulating statewide telecommunication policies.

New York's universities and research institutions offer rich potential
for diffusion efforts. The Office should support university research initia- -
tivesthat develop, extend, or improve telecommunications. These would
include working with NYSERNet to support the Gigabit Networking
Project (networks with very high-speed transmission capacity), and the
“third tier" network program (increasing high-bandwidth access to the  nr0, vork could give its
Internet). These would allow grester use of the advanced transmission ;) civosene o competitive
capacities of the “first tier” federal information superhighway,and “second edge by helping them
tier” statewide networks (i.e,, NYSERNet), both of these being components form flexible manufac-
of the Internet. turing networks,

Resources could come from a variety_of existing sources, including .
federal research and developrnent funds and telecommunications provid-
ers. The Diffusion Fund would utilize development money from compa-
nies that want to cooperate in efforts to spread the use of modern tetecom-
munications technologies.

Where appropriate, bidding for projects would be competitive and
open. The Diffusion Fund should work to ensure that small businesses and
minority-owned onttrpd.us mindudod in such bidding and included in_ L

‘E,.":Fef;.r,f-t'tnnﬁmm Sei iR Ra el & T TR LoTET Tl

SRRy IR UL R L

3. An Advisory Council to the Office of Telecommunications, mpud of
rcpmmtatzm from Imlgmmnmn budmofdl sizes; mmunﬂyom

g thctm pmvidm, and tclmmmummm ﬁrm shauld be
created. Tthmu\dlwouldbchded into working groups addressing key
issues, including education, healthcare, and the public sector's use of

- --=  telecommunications. The Council should reflect the diverse neads of New

... York's population and include representatives from different areas of the

state. With a solid grounding in the actual telecommunications needs of a

wide armay of private and public sectors, the Advisory Council would

ensure that the Office of Telecommunications would remain focused on
practical solutions to key problems.

4. A portion of the Diffusion Fund’s resources should be invested in projects
to help New Yorkers displaced by telecommunications innovations learn new skills
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Modern telecommuni-
cations will enable New
Yorkers with disabilities

to participate more
easily and more fully in
mainstream economic
and social life.

A wit}rliymmumthc
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and find work in information-intensive industries. Modern telecommunica-
tions will mean greater efficiency and competitiveness for New York firms,
but that inevitably implies somedislocation and job losses. In parmerships
with business-labor consortia, the Fund’s projects would showcase tele-

‘communications technologies designed to expand opportunities for work-

ers, to improve business competitiveness, and to enhance the quality of life
in New York.

Telecommunications technologies embody exciting opportunities for
New Yorkers with disabilities. Modern telecommunications will enable
themn to participatemore easily and more fully in mainstream economic and
social life. New York’s diffusion policies should help New Yorkers with
disabilities acquire the telecommunications capabilities they need to par-
ticipate in the full range of educational, healthcare, employment, and social
services,

Through their ability to transmit information rapidly over great dis-
tances, advanced telecommunications can enhance the lives of individuals
for whom travel, mobility, or vocal communication presents difficulties.
The new technologies will allow them to actively take part in classes,
meetings, training programs, and seminars; to engage in leisure, social, and
recreational pursuits; and to work from their home computars.

Policies that support universal access to basic services, wider diffusion -
of advanced services, and targeted support for telecommunications use in
healthcare and education are of critical importance to New Yorkers with
disabilities. From their perspective the most important policies may
therefore be those promoting widespread diffusion of the technologies
supporting telelearning, telemedicine, telecommuting, and teleconferenc-
ing. In addition the Office of Telecommunications can spmﬁcany design

_;;initiadvupm”ophwnhdmbﬂim

NCTRIP RPN .

5. The Office of Telecommunications should work with other agencies,
iucludm;tle Oma of Mmfn the Disabled, to improve New York's

econouﬁcandsodﬂmmmthcomaoﬂdmmmﬁmun
greatly advance the Act’s goal of preventing discrimination against the
disabled. Further, through the Diffusion Fund, the Office can address the
Act’s specific provisions and guidelines regarding the appropriate de-
ploymsnt of tslecommunications technologies by employers, private
businesses, and the government.

The work of the Office of Telecommunications must reflect New York's
traditions of inclusiveness. Thus, it must be sensitive to the fact that many
New Yorkers speak languages other than English.
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6. A portion of the projects of the Diffusion Fund should be allocated toward
non-English services and the development of non-English applications. Popula-
tions reliant on languages other than English are a significant, vibrant, and
growing portion of New York.

Broad-B;ud Diffusion: Inner Cities and Rural Areas

New York's diffusion policies must reflect its traditions of inclusion. The
Office should support extension services, possibly in cooperation with the
Industrial Effectiveness Program of the Department of Economic Develop-
ment, to ensure diffusion of telecommunications technology to small and
medium-size businesses, including minority-owned businesses. Outreach_
efforts will also need to include schools, local governments, and commu-
nitv-based organizations. The Office should also ensure that the education
and health initiatives, discussed in more detail in the next chapter, are
geographicaily balanced and inclusive of inner cities and rural areas.

Although these regions and groups would benefit enormously from
modern telecommunications, thev often lack the financial and technical
resources needed to acquire new systems. For example, the Office could
institute programs to increase access to the Internet, facilitating both
commercial and nonprofit use of the network. The Fund would back
profects placing modem-equipped computers in libraries, public schools, -
and medical care facilities while training employees of these institutions
how to use—and teach to use=—the Internet.
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Telecommunications
can make access to
educational opportuni-
ties and to healthcare
more equitable.
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10. Strengthening Education and Healthcare

Modern telecommunications can greatly improve New York’s education
and healthcare svstems. First, by facilitating the rapid spread of informa-
tion across the state, telecommunications can make access to educational
opportunities and to healthicare more equitable—heiping realize the goal of
social inclusion. As noted in Chapter 1, students in school districts isolated
bv geography or by income will be able t0 enjov classes, lectures, and
debates now reserved for students in more central districts. Better access to
education and healthcare can remove barriers to full participation in social
and economic life, especially for rural areas, the inner city, persons with
disabilities, and for New York's elderly population.

While telecommunications technologies are becoming essential for
persons with-disabilities, the Exchange emphasizes that modern tele-
communications cannot be used as a substitute for the inclusionary setting
of classrooms, workplaces, or boardrooms. Thare is no substitute for the
benefits of face-to-face interaction with teachers, fellow students, bosses,
and co-workers. Llives are enriched by forming friendships and work
relationships on the job and atschool. Telecommunications should not be
used as a substitute waboolvepvemmnngmdnoﬂhmmpomibﬁmu
to provide access. - :

Telecommunications can also improve the quality of education and
healthcare available to all New Yorkers, thus mesting another key policy
goal. Telemedicine can facilitate decentralized community-based and
school-based healthcare. Comprehensive school-based heaith and social
services have proven to be invaluable for inner-city neighborhoods such as
Washington Heights in New York City.3? Bringing these quality-of-life

1, benefitstoall of our diversecommunities will make New Yorkabomr place

to live and work.
Finally, modern telecommunications can dramatically cut the cost of
providing qunnty cduaﬁon and hnlthcu!. In Chapter 1 the Exchange

ment trampomﬁon in hnlthnn ln an era of tight budgm and sharp
international competition, such savings will boost New York’s business
competitiveness.

These benefits—social inclusion, quality of life, and cost reductions—
depend on new investments irf healthcare and educational networks, as
well as on policies to increase coordination and promote diffusion. The
situationin education exemplifies some of the problems. New Yorkalready
has many telelearning injtiatives focusing on public colleges and universi
ties and some initiatives for dementary and high schools. However, the
approach o far has been local and fragmented. New York's educational
system still lacks an integrated and cost-effective broadband network
capable of interactive transmissions between institutions anywhere in the
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state. Moreover, while libraries have made somae efforts to link themselves
to educational and madical information resources, these initiatives havenot
been comprehensive. What is nesded now are measures to foster an
integrated statewide network of networks. This will require additional
resources for infrastructure, squipment, applications, diffusion, and train-
ing. Given their budgetary constraints. most school districts, libraries, and
many medical facilities will be unable to pay for more than a small portion
of such investrnents.

1t will also require a comprehensive process to develop a strategic plan
for telecommunications in research and education. The Board of
and the Department of Education are now establishing such a process,
which will elicit participation from the education, research, and govern. -
maent communrities.

" The proposad Office of Telecommunications and the Diffusion Fund
(see Chapter 9) can play key roles in bringing the benefits of the telecommu-
nications revolution to New York's education and healthcare systems.
Together, the Office and the Fuind will have the technical expertise and the
ability to procure resources needed to foster statewicle telecommunication
networks. Within the Advisory Couneil to the Office, subcomumittees
should be established to develop solutions to problems in education, -
healthcare, and libraries. Composed of representatives from academia,
industry, lsber, the Department of Education, the Department of Halth,
aother state agencies, minority communities, persons with disabilities, and
elderly New Yorkars, these subcommittess will ensure that the Office's

proposals are practical and well aimed.
Education

mmwmm and iocal governments, o
Office of Telecommunications should develop switched broadband telelearning
projects to link New York's schools and highar education facilities, particularly.
those in mmilyldmnlm- mmm«mmubym_,, .

between three New York Clty high schools and the
BomghomehamCmmtyCoum This kind of program, i
expanded, can offer high-quality and cost-stactive ways to equalize sdu-

cational opportunity across the staw—in s period of constrained local

school budgets.

2. The Office of Telecommunications should also work to creats an opem
architecturs statewide to ensure connectivity in both privats and govermment
education networks. A first step would be to integrate the existing state
educational networks, such as SUNYNat, the New York State Technology
Network Ties (TNT), NYSERNet, SUNYSAT, public television, New York
Network, and Leamning Link. Local networks~~including the New York
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A unified nerwork could
cut costs and improve

Community Learning and Information Network (NY CLIN), the New York
Clty distance learning network (NYClassNet), the Hispanic Information
and Telecommunications Statewide Network, cable TV systems. the Stra-
tegic Telecornmunications Initiative in the rural southern counties, and the
networks sponsored by the Board of Cooperative Educational Services, and
the library networks that are sometimes connected to them==could then be
linked into the statewide network. By joining the various education
initiatives into a network of networks, New York can enrich and expand the
learning opportunities of students throughout the state.

3. The Office of Telecommunications, the Department of Education, and other
stateagencies should aleo heip establish test bed projects to axplore the requirements
and benefits of switched broadband networks serving community development
organizations, libravies, museums, and public brosdcasters. Networks should
first be established in an inner-city community, a rural ares, and in Albany,
with broadband links between them. Today’s practice of maintaining
separate telecommunications systems for edueation, healthears, public
agencies, social services, criminal justice, and economic development is
inefficient and costly. Not only would a unified network cut costs and
improve efficiency, it would also facilitate interagency cooperation, while
ofhdngth-mwmdmlhapmwdumwmm-
the project.

&. The Diffusion Fund should support the development and deployment of
infrastructure nesded to connect locel educetion agencies, schools, colleges, and
universities to tomorrow'’s electronic superhighways, A first stap would be to
increase the ability of education, ressarch, and other publicvsector institu-
tione to use the internet by enhancing third tier local access network
infrastructure. Enhanced third-tier links, such as Mount Sinai Medical
khgplomlmu-ﬂnmedm»hhmhlwbnnm

mmmmmmaumwmmuum

the oalu of ra.eommumam and the m For mplt. the New

York Library Association, the State Archives, and the New York State
Library have begun efforts to creste electronic doorway libraries, which
would provide on-line access to marketing, financlal. and agency data-
bases. Such electronic doorways would also provide access to the Internet
and to on-line community bulletin boards.

The goals of improving the quality of life and promoting social inclu-
sion will be compromised if important information services become
unaffordable, or if currently free services are converted to fes services. The
Office of Telecommunications should, therefore, work with the Public
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Service Commission to develop guidelines to ensure that public informa-
tion resources now available in print at no cost, such as government
documents, remain free as they are converted to electronic form.

5. Working with the Department of Education, SUNY, unions, businesses,
and library associations, the Office of Telecommunications should begin to develop
telecommunications-based applications for teaching and learning, and, in particu-
lar, for training, retraining, and apprenticing New York's workforce. These
applications should cultivate the use of telecommunications technology to
deliver these services and resources beyond the classroom and library to the
home and the workplace. Using telecommunications to advance the skills
of workers and managers can help New York firms achieve greater eco-
nomic competitiveness.

6. New York should also consider how to ensure the delivery of educational
services across the networks. Such measures might include sdpulating thata
reasonable percentage of each system should be dedicated to the delivery
of educational services, mcludm; non-English services.

Healthcare

As the nation debates healthcare reform, policymakers need to consider
how advanced telecommunications can help New York mest the twin
needs of expanding access and controlling costs. Greater use of telecommu-
nications can improve service to populations that are difficult to reach and
currently poorly served, facilitate the spread of services by scarcs medical
specialists, and reduce the time and money spent on paperwork. While

- ..amany of theissues of applications in heaitheare are complex, the Exchange -

believes that a number of issues are worthy of consideration. As prelimi-
nary examples the Exchange offers the following:

cations. Formmmomwmwmmmthdml
heaithcare reforms support Medicare and Madicaid reimbursement for
telemedicine, bearing in mind the cost-sffectiveness of these methods.
Cutdated requirements need to be relaxed to permit better use of axisting
resources and improve service to populations that are difficult to access,
such as prisons, mental institutions, inner-city schools, and rural commu-
nities; to provide for input by scarce physician specialists on a timely basis;
and toincrease time for patientcare and to reduce timespent on paperwork.

2. The Office of Telecommunications and the Fund should support and

Advanced telecommuni-
cations can help New
York expand healthcare
access and control costs.
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Modern telecommuni-
cations can dramati-
cally improve the
capabilities of rural and
inner-city healthcare
facilities.

collaborate with the Department of Health and public and private healtheare
providers to develop an interactive personal health information system. Such a
system could provide New Yorkers with individually targeted health
information and advice around the clock. Gathering data for medical
research would be ncxhtated and complete confidentialitv could be as-
sured.

3. The Office of Telecommunications and the Fund should also work with the
Department of Health to deploy advanced technology and applications among
healthcare providers. Modern telecommunications can dramatically im-
prove the capabilities of rural and inner«ity healthcare facilities, which
often lack the expensive technology and expertise of major medical centers.
For exampie, the Rural Health Networking Project links 14 hospitals and
clinics in western New York. By transferring medicai images and diagnos-
tic work, the network eliminates many trips by patients to Buffalo for
treatment,

4. The Office of Telecommunications and the Fund, working with state and
local departments of health, education, social services, and other community-based
public and private organizations, should promote telecommunications networks to
inner-city and rural school-based health, education, and social service clinics. For:
example, enhancing telecommunications linkages between the four school-
based clinics in New York City and Columbia Presbyterian Hospital, witiy
whom they are affiliated, could improve the quality and cost-effectiveness
of their services. Somelibraries in New York already offer access to medical
databases. School-based mdnelecudcomumty—baudcﬁniashmdd also

be ablo eo do this.

u '_.,__ e o " e

5. The Oﬁ‘t‘u of Tckcammmcntzm should work to achm greater
interconnectivity between healthegre providers on the Internst. [t should work
withthnNmYorkthDcpummtofHedth.theNmYorkShnModical

i:\gamw,andmh\m;m.um;themm Thhco\ddunprovo
communication between county and state health departments. It may also

" be possible to replace local bulietin board systems currently used for

professional distribution of health advisories with more efficient Internet
bulletin boarda. '

6. The Fund should facilitateand support telecommunications-related healthcare
and education investments by identifying and increasing options, including those
available through the federal government, through public-private cooperation on
joint projects, and through direct public funding from state agencies and public-
benefit corporations of the state, such as the Medical Care Finance Agency through
the Facilities Development Corporation and the Dormitory Authority.
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11. Making Government Work Better

New York is now facing one of its most difficult economic challenges in
decades. New York State, the nation, and the world are gripped by
persistent unemployment, shifts in global resource use and environmental
concerns, and cultural changes. Government, like private businesses, will
be severely stressed in this period of transition. Meeting these challenges
will require profound changes in the methods used by government.

The use of telecormumunications and information technelogy may be a
key to this transformation. Like the private sector, the public sector must
change how it works, particularly with regard to cost-efficient sharing of
information and resources through telecommunications. justas the private
sector is moving to an open network of networks, so must the public sector.

New York government is the largest single consumer of telecommuni.
cations in the state, buying about $100 million worth of services and

equipment each year. Through its aggregate purchasing power, govern-

ment can potentially reduce the telecommunications costs of its operations, .

improve its delivery of public services, and help shape the future of New
York's telecommunications infrastructure. In particular, state government
can promote the construction of smart bulldings, with bullt-in telecommu-
nications and energy conservation features, through its financing of public-
sector buildings such as dormitories and government affices. State govern-
ment procurement can also serve as a driving force in ensuring equal access

to telecommunications and information technology by persons with dis-~-

abilities. .
~ To realize thase benefits, New York government needs to develop a
coordinated strategy to guide its telecommunications purchases. So far,

however, government-agencies have.invested.in different.and uncoordie ..
nated networks. For example. et, NYSERNet, and TNT all serve
New York's educational system. EMPIRE NET and CAPNET both provide

data and voice telecommunications services to many state agcndu. Mean-

nenvorhcovnmghlythommyhicmmdcouldbcconﬁg—
ured to handle the same type-of data and voice traffic, they are operated
separately. In addition to these larger networks, agency and local govern-
ment networks abound. Some use leased lines in the public switched
network, some depend on private dedicated facilities, and all are adminis-
tered separataly. Many of the state’s public networks, both large and small,
are further isolated from each other by incompatible architectures and
standards. instead of a network of networks, we simply have agencies
going their own ways in an uncoordinated fashion. Integriting them—
actually creating a public-sector network of networks—will be a difficult
process.

New York government
is the largest single
consumer of telecommu-
nications in the state.
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In order to coordinate telecommunications policy and procurement
within state government, the Exchange recommends that the governor
createaninteragency telecommunications council that will harmonize state
agencies’ investments in systems, equipment, and services. Many in
government have now begun to move toward better coordination of
telecommunications policies. The New York State Forum for Information
Resource Management has focused on statewide infrastructure issues. In
1992 the Forum, composed of representatives from state and local govern-
ments, published a report titied “Telecommunications: A Vital Infrastruc-
ture for the New New York.”> [n the report, the Education Department, the
State University of New York, the Office of General Services, and others'

- discuss several projects to test the feasibility of merging the educational
networks, EMPIRE NET, and other public-sector networks. In a comple-
mentary initiative. the Department of Labor has formed an interagency
group to establish electronic links between participating state agencies.
Meanwhile, New York City has created an Department of Telecommunica-
tions and Energy to address government and business needs. Finally, 11

With modern telecomn- :g.;‘th;rl:n‘ counties have organized to develop a regional telecommunica

munications systems, These endeavors demonstrate that government policymakers have

government will be able o\ 1 traverse the terrain leading to an eventual network of networks. -

to improve the delivary . 1y, grg ure mmany potential benefis: With modem telecommunications

of services to the public. 5 oams, government will not only be able to quicken communication
between state offices and speed the processing of data, butit willalsobeable
to improve the delivery of services to the public. Demand for more
integrated services is rising at the same time as New Yorkers are calling for
a more efficient government. By combining and reducing the costs of
government services, a coordinated telecommunications policy can mest
both objectives. Aggregating the state’s market purchases of telecommuni-
cations services—acting as a single customer——will particularly benefit
small agencies and local governments. They will enjoy the price discounts

. ...,othmmwmjahu ! ddmnmﬂaﬁomurvicu.

modcmluﬁcn and lntegndon o! tlw mh‘o ulmun!adon system,
The Department of Education’s New Compact for Learning envisions a
groundbreaking degree of communication and integration between public
schools, colleges, universities, the department, and the private sector;
however, the compact will require an extensive telecommunications net-
work that remains only on the drawing board. Another exampleis the state
senate’s proposal for information kiosks, intended to make government
resources easily available to New Yorkers everywhere. Today many of
those resources are confined to agency networks, which are difficult to
access from outside.

A growing reliance on electronic sources of information will require
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programs and policies to ensure that all citizens have reasonable access to
essential information. This will mean ensuring access not only to equip-
ment and network capabilities, but aiso to electronic databases. While
programs to provide universal access to telecommunications services and
to aid in the diffusion of necessary terminal equipment can enhance the
physical ability to access electronic information sources, many of those
sources themselves may impose charges that effectively exclude significant
communities, particularly those with special needs. Today those who
cannot afford to buy all the books and other printed materials they require
can satisfy most of their information needs through various “free” libraries,
Tomorrow's environment may require that such information be equiva-
lently affordable in electronic form. Innovative and creative approaches
need to be developed to ensure that access to information remains afford-
ablein the electronic age. In particular, state government initiatives shouid
allow New Yorkers with disabilities to have telecommunications and
information access comparable to that which is available to othcr persons.

Shaping the Future of New York's Public Telecommunications Infra-

structure , Government can

: influence the shape
As the largest telecommunications customerin New York, govmmimtan of tomorrow's
influence the shape of tomorrow's infrastructure. For example, since infrastructure.

government is a consumer in every comner of the state, its purchases ensure
that telecommunications companies deliver services to even the most
remote areas. Equally important, public-sector parchasing guidelines can
help define market standards that promote public goals, Washingron limits
fedenl purchases of technology based on proprietary communications

; XQEParies 1o develop openstandards fora
“national telecommunications infrastructure. Similarly, New York could
stimulate compatition by requiring that the telecommunications equip-
ment xtbuys mu.ltmottstlndudﬂ hmmm

of networks.

1. The governor should create an interagency telecommunications council to
coordinate state telecommunications policies. The council will ensure that
purchases of telecommunications equipment and services by stateagencies
arecoordinated and cost-effective. Coordinated procurement practices can
speed the transition to an open network of networks. In addition, the
council can work to ensure that agencies carry out open-procurement
policies, so that all New York enterprises, including women- and minority-
owned businesses, are able to participate in, and benefit from, the new,
competitive environunent.
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